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In mid-September, the 11 member nations of the Rio Group met in Uruguay with Peter Sutherland
executive director of the General Agreement on Tariffs and Trade (GATT) to discuss the present
impasse in negotiations in the Uruguay Round. The participants warned that if GATT talks break
down, it will not only disrupt growth in global trade, but will spur a wave of retaliatory protectionist
measures throughout Latin America. "The failure of the Uruguay Round negotiations would
represent a grave threat to the international system of trade, aggravating trade tensions and
definitely opening the doors to unilateralism, protectionism, and other measures which distort free
competition," warned the Rio Group in a statement unanimously approved by all the organization's
members and observers and delivered to Sutherland during his visit to Uruguay on Sept. 17. The
Rio Group includes Mexico and all the South American countries as permanent members, plus
one representative each from Central America and the Caribbean as observers. Sutherland met
with the Group as part of a world tour to consult with GATT members and observers to push
trade talks forward. Disagreements among the advanced industrialized countries over cuts in
agricultural subsidies have snagged progress in the Uruguay Round for years, and the disputes
now threaten to completely derail negotiations. The Uruguay Round, which began in September
1986 in Montevideo, is aimed at negotiating a general lowering of tariffs world wide to increase
global trade, while at the same time drawing up mechanisms to apply GATT's free trade rules to
agriculture and services, such as insurance and shipping. The deadlines to conclude talks have
repeatedly been missed, leading to the constant extension of negotiations for the past seven years.
A definitive deadline, however, is now set for Dec. 15, when US President Bill Clinton's "fast track"
authority will expire. The fast track waives the US legislature's right to alter the content of legislation
once the executive submits the treaty for approval, forcing Congress to simply vote "yes" or "no" on
the entire bill. GATT negotiators are now fighting an uphill battle to meet the December deadline
due to renewed disputes between the US and the European Economic Community (EEC) over
agricultural subsidies, which have led to a virtual impasse in talks. In November 1992, the US
and EEC signed a preliminary agreement dubbed the "Blair House" pact after the Washington
building where it was negotiated which seemed to pave the way for progress on farm subsidy
questions. Blair House essentially committed the EEC to cut its volume of subsidized grain and
other food exports by 21% over the next six years, while at the same time setting a ceiling on the
land area which the Community can devote to oil seed production. The accord also included a
so-called "peace clause" whereby the US and the EEC agreed to refrain from any action against
each other on farm-trade questions for six years. Nevertheless, at the beginning of September the
French government of Edouard Balladur demanded that Blair House be renegotiated, effectively
throwing a wrench in all GATT talks. France which is the EEC's largest agricultural exporter and
the second largest in the world after the US is demanding a series of concessions as prerequisites
to abide by the proposed 21% cut in subsidies, since the Balladur government is under intense
pressure from French farmers. The most important concessions would include permission to cut
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the subsidies at the end of the six-year period, effectively constituting a grace period to abide by
the accord; assurances that current large Community stocks of food would not be affected by the
agreement; and an indefinite expansion of the six-year "peace clause," which would in essence
give the EEC cast-iron assurance that its agricultural policy will never again be contested by the
US. Not surprisingly, the US flatly rejects any renegotiation of Blair House, possibly foreshadowing
the complete breakdown of the Uruguay Round in December. The farm subsidy issue is especially
concerning to Latin American countries, since hefty support by the US and EEC governments for
their agricultural sectors greatly limit the region's ability to compete on world markets. According
to the International Monetary Fund (IMF), the advanced industrialized countries subsidize about
45% of their annual agricultural production providing about US$170 billion in subsidies each year
compared to only about 3% per year that developing countries such as Mexico, Brazil, and Argentina
spend on subsidies (see Chronicle 07/29/93). As a result, in the meeting with Sutherland the Rio
Group bitterly complained that the present US-EEC impasse reflects the refusal by advanced
industrialized countries to seriously commit themselves to free trade. In fact, the Rio Group
says that the Blair House accord itself does not even satisfy the "minimal expectations" of Latin
American nations, since that agreement was negotiated bilaterally between the US and the EEC
without input from developing countries. Consequently, even if the US and the EEC iron out their
differences before December, it is unclear whether the full assembly of GATT member nations
will be able to agree on a final agricultural accord. "We hope that the Uruguay Round negotiations
can be successfully concluded, but any final accord must take into the account the aspirations of
Latin American and Caribbean nations," said Ignacio Posadas, Uruguay's Economy and Finance
Minister. "Not just any old Uruguay Round accord is acceptable. We want to make it clear that the
countries in this region will not permit the Uruguay Round to end unless there has been sufficient
progress in the liberalization of trade in agricultural goods." For its part, the Rio Group continues to
promote the so- called "Dunkel draft" on agricultural issues, drawn up by former GATT executive
director Arthur Dunkel before his term expired in June 1993. The Dunkel draft would enforce much
greater cuts in farm subsidies than the Blair House accord. Among other things, it would also force
a 36% reduction in tariffs over six years, while reserving a 3% share of the market in advanced
industrialized countries for agricultural exports from the developing nations, with that share
increasing to 5% after six years. The Rio Group insists that the advanced industrialized countries
must open their markets much more, since Latin American and Caribbean nations have already
torn down trade barriers unilaterally without reciprocal measures by the developed countries. In
fact, Rio Group spokespersons warned that if the Uruguay Round breaks down, it will not only
stunt growth in global trade, but will usher in a wave of protectionism throughout Latin America,
rolling back much of the market opening that has occurred since the mid-1980's. "The failure of the
Uruguay Round would be the worst thing that could happen, since it would lead to utter disarray
in global trade, which many of us see as the start of a trade war," said Antonio Antunes, secretary
general of the Latin American Integration Association (Asociacion Latinoamericana de Integracion,
ALADI), who played a key role in the meeting with Sutherland. "If the world market closes its doors
to our products thanks to protectionism by the industrialized countries, there is no doubt it would
provoke a reorientation of policies, and not because of simple whims, but as a normal, necessary
reaction. Latin American countries have already made enormous concessions, and it is probable that
our countries would adopt a different attitude toward the market- opening integration initiatives
which now dominate trade relations. There would likely be efforts to unify positions in the region
in defense of interests." (Sources: Associated Press, 08/31/93; Spanish news service EFE, 09/16/93;
Agence France-Presse, 09/16/93, 09/17/93, 09/20/93, 09/21/93; Notimex, 09/16/93, 09/17/93, 09/20/93,
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09/24/93; New York Times, 09/08/93, 09/14/93, 09/16/93, 09/21/93, 09/27/93, 09/28/93; Inter-American
Trade Monitor, 09/24/93, 09/27-29/93)
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